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• Bay Area/ Los Angeles Economy
• Growth Sectors/Current Projects
• Bidding Climate
• Escalation Projections
• How to minimize risk in today’s economy
Saylor Consulting Group
Global: 
• 2015 GDP growth at 3.5% 
• 2016 projected at 3.8%
U.S.:
• 2015 GDP growth at 3.1% 
• 2016 projected at 3.1% 
• 2015 unemployment finished at 5.5%
• Driven by increased disposable income, 
consumer spending & business investment
Economic Forecast:
Slow & Steady Growth
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Source: IMF World Economic Outlook 1/15
U.S. 2016 GDP Forecast 3.8%
15  of  Last 16 Quarters Positive Growth
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Source: US Bureau of Economic Analysis
2015 National Construction Spending +4.8% 
Projected to Grow 8.2% in 2016
Source: US Census Bureau 1/15
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Construction Spending by Sector
Non-Residential leading an 18.5% increase in construction starts for 2015
Annualized as of Aug 2013 
Source: Department of Commerce 
(Bureau of the Census)
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A Tale of Two Markets:
2010-2015
• 2010-2011
• Private & residential construction in decline
• Institutional & infrastructure carried the 
market
• 2012-Current
• Institutional & infrastructure weak
• Private & residential resurgent
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Source: Dodge Construction Outlook 2015
• Factors influencing current expansion likely to 
continue:
• Low interest rates
• Easing of lending standards
• State construction bond issuance up
• Oil prices down 60% 
• Federal deficit down from 9.8% of GDP to 2.8%
• Office occupancy and rents increasing
• Real estate market continues moderate recovery
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Source: Dodge Construction Outlook 2015, Colliers US Office 2014 Q1
2015 Construction Recovery:
Positive Indications
•Eurozone still a danger
•States’ balance sheets improving but still 
weak
•Stagnant wages and high student debt stifle 
home formation
•Federal construction funds flat except water
•No multi year transportation bill





• 2014 U.S. construction starts grew 5%
• Single family up 4%, 
• Multi family up 22% 
• Commercial up 14% 
• Institutional up 4%
• Public works down 9%
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Source: McGraw Hill, 2015
2014: The Year in Review
• 2015 U.S. construction starts projected 
at  9%
• Single family up 11-15%
• Multi family up 7-9% 
• Commercial up 15% 
• Institutional buildings up 9%
• Public works up 3-5%
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Source: McGraw Hill, 2015
2015: National Forecast
National Construction Starts by Sector
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Source: Dodge Construction Outlook 2015
Construction Labor: Possible Wage Hikes 
as Confidence Shores Up
• National: 
• Union wages up 2.3% in 2014, matching 2013
• 2015 saw small increases in the 0-2% range
• Construction employment is growing, hinting 
that higher wage gains may be ahead
• Fewer one-year contracts being signed, 
suggesting more confidence
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Construction Labor Research Council
Average 2014 Union Wage Increase  
2.5% , Southwest Pacific 3.1% 
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Construction Labor Research Council
Material Escalation Moderate for 2014-2015
• Materials post 2.7% gain in 2014, escalating in 2.5-
3% range in 2015
• Residential materials stabilize after large gains in 
2012
• Plywood — 1.4%
• 2 X 4 – 5.6%
• Gypsum  — 10.6%
• Commercial & Institutional materials rebounded in 
2014, declined in 2015
• Rebar — 0.1%
• Cement supported by highway and housing
• Cement — 1.9% 
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Source: ENR 2015 Q2
Oil Prices down 53% from September 2014
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ENR Indices % Change Year over Year
2015 West Coast Forecast
• Residential strong and growing stronger: 
Projected 2015 residential starts up 18% 
• Single Family, up 19%
• Multi-Residential, up 16%
• Commercial up 16% 
• Institutional buildings up 13% 
• Public works up 5%
• Infrastructure down 9%
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Source: Dodge Construction Outlook 2015
California Projects Large Surplus
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Source: California State Legislative Analyst’s Office
California Home Price Increases
Outpace Nation, Drive Construction
(Bay Area based on San Francisco Case Schiller Index) 
Percentage Change 
2013-2015
S&P/Case-Shiller Home Price Index
(2000 Q1 = 100) 
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California Residential Recovery Continues
Saylor Consulting Group—Ca. State Legislative Analyst’s Office
California Unemployment Falling…
But Still High at 6%
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Source: US BLS
Construction Job Growth 
Strong at 7.3%
Saylor Consulting Group
Source: EDD, California Labor Market Review 9/15
Construction Employment by Sector
California Construction Employment 
• up 13% from Depths of Recession (cumulative)
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2015 Forecast – Bay Area/LA
• California urban center growth will outpace 
the US
• Growth will be led by strong housing 
recovery in both areas
• Los Angeles growth will be in multiunit 
residential and retail
• Bay Area growth will be led by multiunit 
residential, office, and retail
• Dodge predictions 2015 Construction starts: 
• Bay Area: 15% 2015, 6% 2016, 13% 2017
• Los Angeles: 30%, then level off 2016-2018
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2014 Bay Area Construction GDP up 6%; 
Dodge Predicts 9% growth in 2015 
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Source - US Bureau Economic Advisors
Total Bay Area Construction GDP
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Source: Dodge MarketLook 2014Q4
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Bay Area Construction Starts in Millions of Dollars
Retail Warehouse Office Hotel Education Healthcare Other Nonresidential Residential
Major Public and Commercial 
Building Projects Bay Area
Transbay Terminal 2,000,000,000San Francisco 2013-2017
Stanford Hospitals 3,000,000,000Palo Alto 2012-2017
Cathedral Hill Hospital 1,700,000,000San Francisco 2013-2018
Apple Headquarters 1,400,000,000Cupertino 2013-2017
St. Lukes Hospital 300,000,000San Francisco 2012-2016
Various VAPA Projects 795,000,000Bay Area 2012-2017
Highland Hospital 600,000,000Oakland 2009-2016
Kaiser Oakland 750,000,000Oakland 2009-2015
UCSF Mission Bay 500,000,000San Francisco 2011-2015
SFO Terminal 1 1,200,000,000S. San Francisco 2015-2018
SFO Air Traffic & Facilities 78,000,000San Francisco 2012-2015
SF Public Safety 
Headquarters 130,000,000San Francisco 2013-2015
San Francisco War Memorial 130,000,000San Francisco 2013-2015
Herbst Theater 130,000,000San Francisco 2013-2015
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Major Public Building Projects 
N.California--Infrastructure
• In Design:
• SFPUC Sewer System Improvement Program
• Central Bayside--$500-800 MM
• BioSolids Digester--$2 Billion
• Ca. High Speed Rail--$4 Billion 
• In Construction: 
• Bart Warm Springs/Berryessa--$2 B
• Transbay Transit Center--$2 B
• Folsom Dam--$500 MM 
• eBART & Highway 4 widening--$1 B
• SFPUC Water System Improvement Program (WSIP) 
• Various projects--$1 B
• SF Muni Central Subway--$2.25 B
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New Projects Under Construction
1401 Market St. Residential Under construction 754 units
1169 Market St. Residential Under construction 418 units
435 China Basin St. Residential Under construction 329 units
333 Harrison St. Residential Under construction 326 units
185 Channel St. Residential Under construction 315 units
900 Folsom St. Residential Under construction 282 units
2235 Third St. Residential Under construction 196 units
1880 Mission St. Residential Under construction 194 units
220 Golden Gate Ave. Residential Under construction 174 units
1155 4th St. Residential Under construction 147 units
25 Essex St. Residential Under construction 120 units
1844 Market St. Residential Under construction 113 units
227 West Point Road Residential Under construction 107 units
1285 Sutter St. Residential Under construction 106 units
701-725 Golden Gate Ave. Residential Under construction 100 units
333 Fremont St. Residential Under construction 88 units
2001 Market St. Residential Under construction 82 units
150 Otis. St. Residential Under construction 76 units
6600 Third St. Residential Under construction 73 units
401 Grove St. Residential Under construction 63 units
474 Natoma St. Residential Under construction 60 units
425 Mission St. Office Under Construction 1,000,000 square feet
4th Street at 16th Street Medical Under Construction 869,000 square feet
1001 Potrero Ave. Medical Under Construction 460,000 square feet
Pier 15 Arts Under Construction 230,000 square feet
808 Kearney St. Education Under Construction 187,000 square feet
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Total Value: $1.029 B
Total Area: 3,184,000 sq feet
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Bay Area Recent Starts
Value Mil $ Area 000SF Project Title/Address Type Location
250 603 181 Fremont Tower Office San Francisco
198 528 375 Fremont High Rise Multifamily San Francisco
98 390 Equity Potrero Apartments Multifamily San Francisco
96 630 Anton Menlo Development Multifamily San Mateo
90 N/A Pier 70 Rehabilitation Warehouse San Francisco
75 350 South Hayward Bart Development Multifamily Alameda
50 N/A Marin Commons Office Park Office Marin
31 177 270 Brannan St Office San Francisco
28 73 Sixth Street Affordable Housing Multifamily San Francisco
28 89 Mission Bay Block 7E Office San Francisco
27 237 375 Fremont High Rise Office San Francisco
21 N/A Nystorm Elementary Modernization Education Contra Costa
20 107 Mission Bay North Block  Multifamily San Francisco
17 0 E‐Bart Trackwork Transit Contra Costa
Total Value: $3.695 B
Total Area: 10,361,000 sq feet
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Bay Area Nearing Start
Value Mil $ Area 000SF Project Title/Address Type Location
555 235 SF Museum of Modern Art Education San Francisco
500 1000 Golden State Warriors Arena Nonresidential San Francisco
450 N/A Martinez Refinery Industrial Contra Costa
400 1776 Sunnydale HOPE SF  Multifamily San Francisco
300 2000 1st Street/Mission Towers Office San Francisco
220 540 Transbay Block 9 Multifamily San Francisco
220 224 WHHS Morris Hyman Critical Care Healthcare Alameda
200 950 Lumina 201 Folsom Street Multifamily San Francisco
150 452 222 Second Street Office San Francisco
150 1500 Stanford Redwood City Office Office San Mateo
143 274 1634‐1690 Pine Street Condo Multifamily San Francisco
140 300 Chinese Hospital Healthcare San Francisco
140 786 Gilead Sciences World Office San Mateo
127 324 Sutter Van Ness Med Office Building Healthcare San Francisco
22,000 Residential Units Approved
Hunters Point Residential Approved 12,100 units
Treasure Island Residential Approved 8,000 units
3711 19th Ave. Residential Approved 7,200 units
150 Executive Park Residential Approved 1,600 units
Hunters Point Residential Approved 1,100 units
1169 Market St. Residential Approved 1,000 units
227 West Point Road Residential Approved 700 units
1000 16th St. Residential Approved 467 units
5 Thomas Mellon Circle Residential Approved 499 units
601 Crescent Way Residential Approved 465 units
375-399 Fremont St. Residential Approved 452 units
340-350 Fremont St. Residential Approved 384 units
1200 4th St. Residential Approved 360 units
55 Laguna St. Residential Approved 330 units
425 First St. Residential Approved 299 units
55 Ninth St. Residential Approved 273 units
Mission Bay Residential Approved 257 units
Mission Bay Residential Approved 300 units
1390 Market St. Residential Approved 230 units
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SF Construction Employment up 25% since 2010, 




• Wage growth outpaces nation 
• Recovering market enables margin expansion 
• Productivity gains are slowing as new workers 
enter workforce
• Mechanical & Electrical subtrades rising faster 
than general construction
• Curtain wall subcontractors in short supply
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Price Differential without 
Competitive Bidding
• Number of Bids % Differential
• 1 bid +25% to 50%
• 2-3 bids +10% to 25%
• 4-5 bids 0% to +10%
• 6-7 bids 0% to -10%  
• 8-10 bids -10% to -20% 
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Source: Saylor Consulting
Bid Vs. Estimate  2013
86% of Bids At Under Estimate
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Source: Saylor Consulting
Bid Vs. Estimate  2014
61% of Bids Under Estimate
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Source: Saylor Consulting
Bid Vs. Estimate  2015
50% of Bids Under Estimate
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Source: Saylor Consulting
Turner Building Cost Index up 4.52% yoy, 
and 1.17% from 2015Q2
Turner Building Cost Index: 2015 2nd Quarter
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Source: Turner 2015 Q3
2015-2017 Escalation Forecast
• Bay Area: 
• 2015: 5%
• 2016: 4% 
• 2017: 4% 
• Los Angeles
• 2015: 4.0% 
• 2016: 4.0% 
• 2017: 3.5% 
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Cost Risks in Current Economy
• Rising costs due to increasing wages and 
margins, outdated budgets
• Decreasing competition = aversion to risk
• Minor shortages in mechanical/electrical
• More severe shortages in curtainwall
• Inadequate budgeting for escalation for 
multi year programs
• Alternative delivery methods: untested 
contracts
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Possible Mitigating Measures to 
Combat Rising Pricing 2015-2016
• Design Stage: 
• Rebaseline all budgets more than 1 year old; value 
engineer if necessary
• Reach out to subcontractor pool/design assist
• Design smaller base scope with additive alternates
• Avoid zero or low tolerance design
• Contractual
• Avoid unfair contractual risk sharing
• Alternative delivery methods: use tested contracts
• Incentives for on budget performance
• Ensure scope clarity
• Develop partnering mentality
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Possible Mitigating Measures to 
Combat Rising Pricing 2015-2016
• Bidding stage: 
• Ensure clarity of scope
• Adequate bid time; responsive during bid period
• Ensure enough prequalified bidders
• Construction stage:
• Develop partnering culture
• Process merited changes quickly
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Market Trends 2015
Construction Forecast
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